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allowance for shrinkage. The result is
the minimum quantity of SS kernels of
peanuts of the respective type that
shall be crushed or exported by such
handler.

(c) SMK and SS kernels. (1) Determine,
by type, the total of the quantity of
SMK and SS kernels in the lots of con-
tract additional peanuts acquired dur-
ing the marketing year by such han-
dler.

(2) From the total determined in
paragraph (c)(1) of this section, deduct
the amount determined in paragraph
(b)(2) of this section.

(3) For each type of peanuts acquired
by such handler, multiply the results
obtained in (c)(2) of this section by
0.955. The result is the minimum com-
bined quantity of SMK’s and SS ker-
nels (excluding the quantity of SS ker-
nels required to be crushed or exported
as determined in paragraph (b)(3) of
this section) of the respective type that
shall be exported or crushed by such
handler.

(d) AO kernels. (1) Determine, by
type, the total quantity of TKC in the
lots of contract additional peanuts ac-
quired during the marketing year by
such handler.

(2) From the total determined in
paragraph (d)(1) of this section, deduct:

(i) The amount of SS kernels deter-
mining in paragraph (b)(2) of this sec-
tion; and

(if) The combined SMK’s and SS ker-
nels determined in paragraph (c)(2) of
this section.

(3) Multiply the result determined in
paragraph (d)(2) of this section by 0.955.
The result is the total of the AO ker-
nels of the respective type that shall be
exported or crushed by such handler.

(e) Substitution prohibited. Disposition
credit shall not be granted:

(1) To the obligation to export or
crush SS kernels and SMK for any
amount of AO kernels that may have
been exported or crushed in excess of
the quantity required in accordance
with paragraph (d)(3) of this section.

(2) To the obligation to export or
crush AO kernels for any amount of SS
kernels and SMK’s that may have been
exported or crushed in excess of the
quantity required in accordance with
paragraph (c)(3) of this section.
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(3) To the obligation to export or
crush peanuts of a type, for a surplus
amount of contract additional peanuts
exported or crushed from another type.

(f) Peanuts diverted. Contract addi-
tional peanuts or peanut products
made from contract additional peanuts
diverted to any country other than eli-
gible country shall not be credited in
the handler’s favor against the han-
dler’s obligation to crush or export
such peanuts.

[56 FR 16230, Apr. 19, 1991, as amended at 56
FR 38330, Aug. 13, 1991]
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(a) Disposition credits. Contract addi-
tional peanuts of the same crop year
and of like type shall be disposed of in
accordance with the provisions of this
part. Disposition shall be by domestic
crushing or by export to an eligible
country. Disposition credit shall, sub-
ject to the provisions of this part, be
granted for:

(1) Kernels that are crushed domesti-
cally under physical supervision of the
marketing association representative;
or

(2) Kernels that are exported for
crushing, if fragmented before being
exported; or

(3) Exported kernels that meet PAC
outgoing quality standards for domes-
tic edible use; or

(4) Peanuts that are exported as
farmers stock peanuts, provided that
such peanuts meet PAC incoming qual-
ity standards for Segregation 1 peanuts
and are positive lot identified; or

(5) Peanuts that are exported to an
eligible country as peanut products if
such products are produced domesti-
cally in accordance with provisions of
this part; or

(6) Peanuts that are exported as
milled or in-shell peanuts if they meet
PAC outgoing quality standards for do-
mestic edible peanuts; or

(7) Peanuts that are exported as
blanched peanuts; or

(8) Peanuts that are determined by
the marketing association as having
been destroyed or otherwise made un-
suitable for any commercial purpose.
In such case the peanuts shall be con-
sidered as crushed.

Disposition credit for pea-
under nonphysical super-
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(b) Requesting physical supervision of
crushing for disposition credit. Prior to
the disposition date for contract addi-
tional peanuts, as provided in this part,
a handler operating under the provi-
sions of this part with respect to non-
physical supervision may request and
arrange for the marketing association
to supervise the crushing of SMK, SS
and AO peanuts for disposition credit
for the applicable kernel type by ob-
taining physical supervision of the pea-
nuts under the following conditions:

(1) Milled peanuts. A request to
change to physical supervision for
crushing milled peanuts for SMK, SS
or AO credit may be made at any time
prior to the final disposition date for
additional peanuts for the relevant
crop Yyear. Physical supervision of
milled peanuts shall be provided under
the provisions of this part applicable to
physical supervision of milled peanuts.
The marketing association may require
that positive identified lots be re-
graded before crushing.

(2) Farmers stock peanuts. A request to
change to physical supervision for
crushing farmers stock peanuts must
be made and approved prior to the pea-
nuts being graded out of commingled
storage. In order to determine the cat-
egories, by peanut type, for the kernels
that are crushed, namely SS, SMK and
AO kernels, physical supervision must
begin at the gradeout from commin-
gled storage and continue through the
crushing of the peanuts as required in
accordance with this part for a handler
who chooses physical supervision for
disposition of contract additional
farmers stock peanuts.

(c) Determining disposition credit. Dis-
position credit for SMK, SS and AO
kernels crushed under physical super-
vision shall be determined for farmers
stock peanuts from the applicable form
FSA-1007, and for milled peanuts from
the applicable form FV-184-9.

(d) Application of crushing credits to
disposition obligation—(1) Milled peanuts.
Milled peanuts that are crushed under
physical supervision for disposition
credit may receive credit as follows:

(i) If such peanuts meet PAC out-
going quality standards for domestic
edible peanuts, disposition credit may
apply pound-for-pound toward meeting
the respective SMK, SS, or AO kernel
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obligations for the respective like pea-
nut type and for like kernel type.

(ii) If such peanuts fail to meet PAC
outgoing quality standards for domes-
tic edible use due to aflatoxin contami-
nation, disposition credit may apply to
the SMK, SS or AO kernel obligations
for the respective like peanut type and
for like kernel type; except that, the
percentage of such peanuts to which
such credit will be allowed for each
peanut type and kernel type shall not
exceed the percentage of the total
quantity of the respective type of pea-
nuts that was purchased by the handler
for the marketing year as contract ad-
ditional peanuts.

(iii) If such peanuts fail to meet PAC
outgoing quality standards for reasons
other than aflatoxin contamination,
disposition credit must be applied ex-
clusively as AO kernels.

(2) Farmers stock peanuts. Farmers
stock peanuts that are crushed under
physical supervision for disposition
credit may receive credit as follows:

(i) If such peanuts meet PAC incom-
ing quality standards for Segregation 1
peanuts, disposition credit may apply
pound-for-pound toward meeting the
respective SMK, SS, or AO kernel obli-
gations for the respective like peanut
type and for like kernel type.

(ii) If such peanuts fail to meet PAC
incoming quality standards for Seg-
regation 1 peanuts, disposition credit
may apply to the SMK, SS or AO ker-
nel obligations for the respective like
peanut type and for like kernel type;
except that, the percentage of such
peanuts to which such credit will be al-
lowed for each peanut type and kernel
type shall not exceed the percentage of
the total quantity of the respective
type of peanuts that was purchased by
the handler for the marketing year as
contract additional peanuts.

(iii) If such peanuts do not meet PAC
incoming quality standards for Seg-
regation 1 peanuts for any reason other
than the presence of A. flavus mold,
disposition credit must be applied ex-
clusively as AO kernels.

(3) Adjusting export credit for average
dollar value of farmers stock peanuts. If
CCC determines that the average dollar
value of edible farmers stock peanuts
graded out of commingled storage and
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crushed for export credit under the pro-
visions of this section is less than the

average dollar value of all like type
peanuts purchased by the handler as
contract additional peanuts, the

amount of export credit for each kernel
type determined under paragraph (b)(2)
of this section shall be adjusted by
multiplying each quantity for each
kernel type by a factor to be deter-
mined by dividing:

(i) The average dollar value per ton
of peanuts graded out of the handler’s
commingled storage, accounted for as
set forth in this part, and crushed for
export credit under the provisions of
this section; by

(if) The average dollar value per ton
of all peanuts purchased by the handler
as contract additional peanuts.

(e) Blanching exception. Notwith-
standing any other provision of this
part, a handler may receive credit for
the pre-blanching weight of SS and
SMK peanuts that are blanched for ex-
port if both the blanching and the
crushing of the residue are conducted
under supervision of agents of CCC or
the marketing association. The max-
imum credit that may be received shall
be:

(1) The quantity of SMK and SS ker-
nels as shown on the FV-184-9 that is
submitted for proof of export for such
blanched peanuts;

(2) The quantity of the residue that is
crushed under physical supervision;
and

(3) The pre-blanched or ‘“redskin’
weight less the quantities in para-
graphs (e)(1) and (2) of this section, to
the extent of such amount that the
marketing association determines is
reasonable and comparable with stand-
ard industry practices.

() Export credits. In order to receive
export credit toward meeting a han-
dler’s obligation to crush or export ad-
ditional peanuts such exported peanuts
must meet the outgoing quality stand-
ard established for the domestic mar-
ket under the Marketing Agreement
No. 146. Export credit will be granted
in accordance with this paragraph for
any exported peanuts that meet such
quality standards.

(1) Credit for exporting SMK peanuts.
Credit for exporting SMK’s of the same

§ 1446.602

crop year, of like type, may be earned
for:

(i) The total pounds in a lot of ex-
ported peanuts which meet or exceed
U.S. Standard grade for U.S. No. 1; or

(i) The total pounds, excluding splits
as determined in paragraph (f)(2)(ii) of
this section, in a lot of peanuts which
meet PAC standards for:

(A) Whole kernel peanuts with splits,
or

(B) No. 2 Virginia peanuts; or

(iii) The total pounds determined to
be SMK’s in a lot of exported in-shell
peanuts which meet U.S. Standard
grade for cleaned Virginia type peanuts
in the shell.

(2) Credit for exporting SS kernels.
Credits for SS kernels of the same crop
year, of like type, may be earned for:

(i) The total pounds in a lot of ex-
ported peanuts which meet the U.S.
Standard grade for splits; or

(ii) The total pounds, excluding
SMK’s as determined in paragraph
(F)(1)(ii) of this section, in a lot of pea-
nuts which meets PAC standards for:

(A) Whole kernel with splits, or

(B) No. 2 Virginia; or

(iii) The total pounds determined to
be SS kernels in a lot of exported in-
shell peanuts which meet U.S. Stand-
ard grade for cleaned Virginia type
peanuts in the shell.

(3) Export credits for contract addi-
tional peanuts processed into products for
export. To receive disposition credit for
contract additional peanuts used in
products for export, the shelled pea-
nuts must be identified with positive
lot identity tags before being moved
for processing in accordance with pro-
visions of this part. The peanuts shall
be processed under supervision of the
marketing association unless the proc-
essing handler selects to process such
peanuts under nonphysical supervision.

(4) Export credits for in-shell peanuts.
With respect to peanuts exported in-
shell, in accordance with instructions
issued by CCC, credits may be earned
for SMK, SS or AO kernels on the re-
spective portions of the TKC of the lot
that are SMK, SS or AO kernels.

[56 FR 16230, Apr. 19, 1991, as amended at 56
FR 38330, Aug. 13, 1991]
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